Abstract: There has not been much change in the premium to primary education, while the returns to secondary education increased, but by less than the premium to university. The returns to incomplete university also increased significantly. There is a signal that there might be credentialism at the tertiary level, but 15 years of schooling also represents a significant threshold. The returns to schooling are higher in the private sector. There is little evidence of screening or credentialism driving the returns to schooling, which increased significantly in Argentina from 1992 to 2002. JEL Classification Codes: I21, J31
Introduction
The returns to schooling in Argentina increased over the last decade. The overall rate of return to an additional year of schooling increased from 8.6 percent in 1992 to 11.4 percent in 2002 (Giovagnoli, Fiszbein and Patrinos 2005) . This represents a 32 percent increase in 10 years, a large increase as compared to most countries (Psacharopoulos and Patrinos 2004) .
The returns to primary schooling remained unchanged during this decade, as did the (already low) returns to incomplete secondary schooling ( Table 1) . The returns to complete secondary education increased, but not nearly by as much as did the returns to university education -complete or incomplete. While complete university education has a high rate of return, the rate of return for incomplete university education increased at a faster rate in the 1992-2002 period. For example, in 1992, the highest private returns were for primary schooling.
By 2002, the highest returns were for complete university education, followed by incomplete university. Over time, the returns to university education have increased consistently (Figure 1 ). The returns to incomplete university fluctuated over time, but overall have shown a tremendous increase from 1992. The returns to primary were very flat for most of the 1990s, but have increased sharply in the early years of the 21 st century. What accounts for the overall increasing returns to schooling in Argentina? Clearly, much of the overall rate of return to schooling has been driven by complete and incomplete university education. One test for credentialism (or screening) would be to look at the returns to schooling for people with a complete education versus those who dropped out (Layard and Psacharopoulos 1974) . In order to control for the fact that those with incomplete levels of schooling have attained various years of schooling, we also control for both levels and years. A third test accounts for the timing of the dropout decision by examining year-to-year returns and looking for discontinuities in the estimates at years corresponding to the termination of levels (Hungerford and Solon 1987; Griffin and Cox Edwards 1993; Patrinos 1996; Jaeger and Page 1996; Arabsheibani and Manfor 2001; Mora 2003) . Finally, we test what has come to be known as the "weak versus the strong version of the screening hypothesis." This hypothesis draws a distinction between the weak and the strong version of the screening hypothesis, depending on whether employers pay irrational wages at the initial hiring point (weak) or continuously thereafter (strong) (Psacharopoulos 1979 ). Heywood and Wei (2004) provide new estimates for Hong Kong, along with a very useful summary of empirical results, showing how mixed the evidence is and how it depends on the tests used.
Our paper contributes to the literature by adding new estimates for a middle-income developing country. The paper makes a further contribution by looking for evidence of screening, credentialism and non-linearities over time for the same country.
Credentialism or Productivity?
In the case of both secondary and university education, it would appear that there is a premium for completing the level. Given that we are interested in examining the reason for the increase over time, the analysis is undertaken for three periods: 1992, 1998 and 2002 (Annex Table 1 . We estimate returns to schooling, comparing complete and incomplete university and secondary education. Clearly, there has not been much change in the premium to primary education. The returns to secondary incomplete have not changed. There was some upward movement in the returns to complete secondary from 1998 to 2002, but overall not very much.
Nevertheless, even if there is a level of credentialism in the system, the question is does this account for the increase in the returns to schooling over time? However, while the gap in returns between secondary complete and secondary incomplete has increased somewhat over time, the gap between university complete and university incomplete has actually decreased over time. Thus, there is no immediate strong evidence of credentialism driving the returns to schooling.
Years and Levels
In order to control for the fact that those with incomplete levels of schooling have attained various years of schooling, we control for both levels and years ( Table 2 ). The variables primary complete, secondary complete and tertiary complete are dummy variables that take the value 1 when that is the highest level of education achieved. The variables years of primary, secondary and tertiary take the value of the number of years achieved, but instead of being all in one variable (years of education) it is split into three variables. Therefore, a person with secondary incomplete (for example, 11 years) will have a value of 7 in years of primary, a value of 4 in years of secondary and 0 in years of tertiary and the three dummy variables.
The returns to primary complete have decreased slightly (but are insignificant); however, the returns to years of primary have increased. The returns to secondary complete increased, but the returns to years of schooling at the secondary level have decreased slightly. The returns to complete tertiary education increased, and by more than did years of tertiary education. This gives some indication of credentialism at the secondary and tertiary levels, but not at primary. 
Testing for Non-Linearities
The methods used thus far may not account for the timing of the dropout decision.
Another technique used is to look at year-to-year returns and examine if there are discontinuities in the estimates at years corresponding to the termination of levels. We estimate year-to-year returns to schooling in order to detect discontinuities at years corresponding to levels, or nonlinearities in the returns to education, which could be taken as evidence of "sheepskin effects" (see Annex Table 2 ). This method provides even weaker evidence of any credentialism. There do not appear to be significant increases associated with years of schooling that would represent the attainment of a primary or secondary certificate. The only signal that there might be credentialism occurs at 17 years of schooling which could be argued represents the attainment of a tertiary education degree. The implied step sizes according to levels of schooling indicate spikes at years 7, 12 and 17 for primary, secondary and tertiary (see Figure 2) . Curiously, 15
years of schooling represents a significant "threshold" in 2002 (but not in 1998). Others have also found evidence of thresholds associated with non-certificate years, such as Arabsheibani and Manfor (2001) for Libya, Patrinos (1996) for Guatemala and Griffin and Cox Edwards (1993) for Brazil.
Weak versus Strong Screening
We also test what has come to be known as the "weak versus the strong version of the screening hypothesis." This hypothesis draws a distinction between the weak and the strong version of the screening hypothesis, depending on whether employers pay irrational wages at the initial hiring point (weak) or continuously thereafter (strong). The empirical strategy is to split the sample into public and private employment and compare the returns by sector of employment. The returns to another year of schooling are also higher in the private sector, but the rate of change is about equal for both sectors between 1998 and 2002 (Table 3) . The returns to schooling in 1998 were more than 10 percent in the private sector, and less than 9 percent in the public sector. In 2002, the returns to schooling in the public sector increased to 10 percent, but surpassed 11 percent in the private sector. We also examine returns by level of schooling for both sectors (Table 4 ). In 1998, the returns to schooling for each level -complete and incomplete -were higher in the private sector.
By 2002, the returns to primary and secondary (incomplete and complete) schooling were higher in the public sector. The returns to tertiary incomplete actually decreased significantly in the public sector. The returns to tertiary complete increased in both sectors. However, there was no change in the returns to tertiary incomplete in the private sector. Thus, much of the increase in the returns to schooling overall is due to the increase in the returns to tertiary education. The rates of increases, however, were higher in the public sector. This provides little evidence of screening since the private sector seeks to maximize profits and hence recognizes the higher productivity of the more educated relative to the public sector that tends to reward on a pay-scale basis regardless of productivity. Therefore, again there is little evidence of credentialism driving the returns to schooling. Heywood and Wei (2004) , and those reported in Villarreal (2003, 2004) for Mexico, although Mora (2003) finds evidence of screening in the Colombian labor market. There is more evidence of screening in higher-income, developed countries (see also Ferrer and Riddell 2002; Sanmartin 2001; Jaeger and Page 1996; Hungerford and Solon 1987) , such as Canada, Spain and the United States. However, Chevalier and others (2004) , using changes in the compulsory school leaving age in the United Kingdom, find no support for the screening hypothesis.
Conclusions
The returns to schooling in Argentina increased over the last decade. The premium to completing each level of schooling shows that there has not been much change in the premium to primary education, while the returns to complete secondary increased, but not by very much compared to the premium to complete university. However, the returns to incomplete university have also increased significantly. There do not appear to be significant increases associated with years of schooling that would represent the attainment of a primary or secondary certificate. The only signal that there might be credentialism occurs at 17 years of schooling which could be argued represents the attainment of a tertiary education degree. However, 15 years of schooling also represents a significant "threshold" in 2002.
The returns to schooling are higher in the private sector. Much of the increase in the returns to schooling overall is due to the increase in the returns to tertiary education. The returns to complete university are higher in the private sector. This provides no evidence of screening since the private sector seeks to maximize profits and recognizes the higher productivity of the more educated. Overall, there is little evidence of credentialism driving the returns to schooling.
What this paper also shows is that over time, screening or credentialism does not explain much of the increase in the returns to schooling documented in Argentina from 1992 to 2002.
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